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THAILAND - KEY ECONOMIC INDICATORS: 


All values in U.S. $ million 
and represent period averages 
unless otherwide indicated 


Exchange Rate: US$ 1.00 = B 20.0 1974 1975 75/74 ade 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 13,503 14,595 +8.1 16,256 
GNP at Constant (1962) Prices 7,840 8,233 +5 .0 8,702 
Per Capita GNP, Current Prices (US$) 331 349 +5.4 377 
Gross Fixed Capital Formation 

at Current Prices 2,970 3,393 +14.2 3,816 
Personal Income 10,885 11,714 +7 .6 12,882 
Indices: (1963 = 100) 

Agricultural Production 

Rice 139.6 142.4 +2.0 

Maize 297.3 355.6 +19.6 

Sugar cane 306.4 403.5 +31.7 
Labor Force (in thousands) 19,575 20,097 +2.7 


MONEY AND PRICES 
Money Supply 1,646 1,736 


Interest Rates Commercial Bank 

Prime 12.5 2,3 
Indices: 
Wholesale Price (1968 = 100) 176.0 182.6 
Consumer Price (Oct 64-Sept 65=100) 171.7 180.8 


Balance of Payments and Trade 
Gold & For. Exch. Reserves* 1,564 Ljse9 <=12:3 


External Public Debt 528 623 +18.0 852 
Annual Debt Service 340 443 +30.3 501 
Balance of Payments 401 =143 -135.7 =33 
Balance of Trade -712 *2,;09. ~ S348 -840 
Exports, FOB 2,490 2,255 -9.6 2,725 
U.S. Share 197 248 +25.9 302 
Imports, CIF 3,202 3,342 +4.4 3,565 
U.S. Share 432 478 +10.6 554 
Main Imports from U.S.: (1975) (Mill.$): Machinery, Mechanical 
appliances and parts (75.4), Aircraft (45.2), Electrical 
Gas (38.1), Cotton (36.5), Fertilizer (34.8), Tobacco 
33.6) 


Footnotes: * Net Foreign Exchange position 

Source: National Economic and Social Development Board; Bank of 
Thailand; Business Economic Department; Customs Depart- 
ment; Department of Labor. 





SUMMARY 


By most indicators of economic health Thailand is doing 
very well in 1976. The country is sharing in the general 
recovery in the world economy. The crucial foreign trade 
factor is leading the recovery in Thailand, with exports 
up over thirty percent in the first half of the year. 
Imports, however, moved ahead only slightly reflecting 
the low level of demand for new capital equipment. this 
is evidence of the cutback in new investment, both Thai 
and foreign. 


While economic conditions are favorable to a revival of 
investment, the political climate has not been conducive 

to building public confidence. The government has taken 
some constructive steps in the economic field but business- 
men generally are dissatisfied with the slow pace of the 
government's decision-making process. Much less is now 
heard about the threat from external aggression or internal 
insurgency than in the period just after the communist take 
over of neighboring countries, but it is still a source of 
concern for some. 


The market for U.S. products in Thailand has been growing 
over the past decade and opportunity for sales in such 
fields as agribusiness, office equipment, and scientific 
and medical equipment are good. Any major revival of new 
investment depends upon an improved political climate and 
restoration of business confidence. The economic conditions 
for such a revival are present. 





The Thai economy has been on the upswing through 1976 and 
the outlook is favorable for continued good business. Ex- 
ports are running well ahead of a year ago and there has 
been an upswing in industrial activity. Spurred by govern- 
ment spending, construction has begun to improve, but a 
notable laggard in the recovery has been private investment. 


Exports Move Well and Trade Deficit Declines 


Demand for Thai products from abroad was up by 30 percent 
in the first six months of 1976. The government has been 
notably successful in moving rice. The volume of exports 
shipped so far this year has already exceeded that shipped 
in all of 1975. With realized prices below those of a year 
ago the value of rice exported rose by only about nine per- 
cent from the comparable period a year ago. The positive 
aspect of this performance from the Thai point of view is 
that instead of bemoaning low prices, the Ministry of 
Commerce moved aggressively to conclude government-to-govern- 
ment sales. About half of the rice sold abroad has been 
sold by the government, the rest by private exporters. 
Other commodities are also doing well. In the first four 
months of 1976 sugar exports were up 81 percent in value, 
rubber 77 percent and tapioca 53 percent. Tin also rose, 
but the value of corn exports declined. The trade gap 
narrowed in the first half of the year to $285 million 
compared with $538 million in the same period last year. 

At the beginning of 1976 most forecasters were predicting 

a higher trade deficit than in 1975, so performance so far 
is better than expected. The improved trade balance is 
not, however, an unmitigated good, since it partly reflects 
a lagging rate of import demand directly related to the 

low level of investment in new equipment. 


Balance of Payments Improves 


The reduction of the trade gap should contribute to a balance 
of payments improvement over last year's, which showed a 

$143 million deficit. We still expect a deficit, but below 
that of last year. Service receipts, except for those 
derived from the U.S. military presence, are doing well, 

so the current account balance (trade, services and trans- 
fers) should be improved from 1975. Capital inflow in the 
form of borrowing by the government should be significantly 
above last year. These borrowings include large drawings 
from the World Bank and the Asian Development Bank and 





Thailand's first large commercial loan, a $100 million bank 
syndication signed in March. As of July, Thailand's foreign 
exchange reserves (allowing for the commercial banks' net 
position) stood at $1.4 billion, up 6 percent on the year. 
This is equivalent to about 5 months of imports. The third 
quarter of the year is a seasonally low one for exports, so 
some decline in reserves can be expected during this period. 


Domestic Business Better but Investment Lags 


The Thai economy is traditionally export-led and the good 
export performance has been accompanied by a general upswing 
in the domestic economy. Inventory levels built up during 
the recession are being reduced even in the troubled textile 
industry. Some of the textile companies are still on finan- 
cially thin ice, but producers of some fabrics, notably 
denim, are going full blast. The generally improved business 
conditions have not yet been reflected in new investment in 
plant and equipment by the private sector. The reasons for 
this are more political and perhaps even psychological than 
they are economic, since the economic conditions for a 
revival of investment are present. 


General Malaise Pervades Business Attitudes 


Present attitudes stem from a lack of confidence, unease over 
the fast pace of change over the past few years both in 
Thailand and in Southeast Asia, and a feeling that no one has 
control over events. These attitudes persist despite the 

fact that Thailand's young democracy deserves better marks 
than it has been given in some quarters. Foreign policy under 
both Khukrit and Seni has been extremely skillful in adjusting 
to the changed security situation in Southeast Asia. Another 
political plus in the past six months was the rejection of 
extremism by the Thai electorate in the April voting for the 
Lower House. The election was a step forward in rationalizing 
the Thai political party structure by strengthening the major 
parties and reducing the number of minor parties in the 
parliament. The coalition government led by the Democrat 
Party which took power after the April elections has taken 
some positive steps in the economic sphere, notably the 
lossening of controls on rice and cement prices and the 
approval of a major zinc smelting project in which New Jersey 
Zinc has an interest. It has not however faced up to the 
difficult decision to make the Thai consumer pay the full 

cost of petroleum products and has instead continued to 
subsidize Bangkok's chaotic traffic jams from the national 





treasury. In the mining sector, progress has been extremely 
slow on resolving the issues involved in resuming tin mining 
on the former TEMCO concessions, where no dredging has been 
done since January 1975. While the Democrat-led government 
can point to some positive moves in the economic field, it, 
has not lived up to the expectations in many quarters that its 
large parliamentary majority would enable it to take promptly 
the economic and development decisions most desired by the 
private sector. Rifts within the coalition and within the 
Democrat Party itself have made progress in these areas more 
difficult to achieve. Furthermore, in its comparatively brief 
tenure--the Seni Government has only been in place since April 
30, 1976--the RTG has been subjected to a series of political 
tests which have so far been successfully overpassed but which 
have slowed the implementation of long range policies. The 
unease about the government's ability to deal promptly with 
domestic problems has not been conducive to new investment, 
which has continued to decline. The political situation remains 
a cause of concern for businessmen and a deterrent to a 
revival of investment, but there are recent indications that 
American and other private lending institutions are becoming 
more willing to take a chance on Thailand now that the fate 

of South Vietnam has moved a year-and-a-half away in time. 


Fiscal Policy Moves toward Neutrality 


The 1977 budget is not designed to be as expansionary as were 
the previous two budgets. Spending is proposed to increase 

by ten percent as compared to 29 percent in 1975 and 24 percent 
in 1976. Most of the increase in spending for 1977 is defined 
by the Thai Budget Bureau as current rather than capital items, 
which have declined as a percentage of the budget. This will 
mean less stimulus for the economy from government construction 
spending than in the past two years. The military portion of 
the budget is up, reflecting the increased perception of 
defense requirements in the light of the changed security 
situation in Southeast Asia and the decline in United States 
military assistance. In general, the 1977 budget can be 
described as a shift from an expansionary policy to one of 
fiscal neutrality. The Bank of Thailand's action at the end 

of August in reducing the rate at which it lends to the 

banking system indicates that the central bank believes that 

an expansionary monetary policy is still in order. The Bank 
has shown good timing in the past few years in moves to 
restrain the inflation and later to counter the recession. 

The rate of inflation this year is running at less than five 


percent, a creditable rate in comparison with other national 
economies. 





Upcoming Five-Year Economic Plan 


Thailand's Fourth Economic and Social Development Plan covers 
the period from 1977 to 1981. The country's basically free 
enterprise economy and democratic government dictate that 
national planning cannot be the controlling force which it 

is in communist or socialist states. Planning is largely 
indicative, setting forth the government's priorities and 
programs and providing the setting for influencing the direc- 
tion of private sector activities. The general thrust of the 
plan, still not released in final form, is aimed at improved 
agricultural productivity, greater and more diversified 
export-oriented industry, a further decline in the rate of 
population growth and greater attention to employment cre- 
ation and improved income distribution. The Embassy's last 
Economic Trends Report in March 1976 discussed the increased 
emphasis being given to improving rural incomes. The new 
government elected in April also is committed to improving 
incomes and services in the rural areas and will make it a 
priority objective of the upcoming Five-Year Plan. 


Labor Developments 


After an initial flurry of strikes by textile, electronic, 
cement and tobacco workers, the early months of the Seni 
Government have seen labor management relations settle into 
an uneasy calm. The Prime Minister and the Interior Ministry 
have made frequent use of the compulsory arbitration pro- 
visions of the Labor Relations Act, a policy that is credited 
with reducing the number and length of work stoppages. As 
the labor management picture brightened, the cloud of unem- 
ployment loomed on the horizon. The RTG Labor Department 

has estimated the number of unemployed at 1.02 million. This 
figure has been used frequently and indiscriminately by 
businessmen, government officials, politicians and the press 
in clamoring for increased support of favorite projects. The 
unfavorable investment climate and the withdrawal of American 
forces are the most frequently cited causes of unemployment. 
The full extent of the problem is unknown and the solutions are 
probably complex. 


IMPLICATIONS FOR THE UNITED STATES 


Some of the best investment and sales opportunities for 

American companies in Thailand continue to be in the agribu- 
siness sector. With emphasis being placed by the government 
on raising rural incomes and employment and on developing the 





economy in the countryside, sales prospects look particularly 
attractive for exporters of agricultural and food processing 
machinery and equipment, as well as ‘a wide variety of products 
and services needed for planned development of the rural 
economy. As noted above, Thailand's fourth Five-Year Plan will 
include rural development among its priority objectives, with 
the Government expecting to allocate considerable sums for such 
things as irrigation projects, expansion of power generation 
and transmission facilities, rural electrification, regional 
airport expansion and port improvement projects, country-wide 
expansion of telephone facilities, and the like. Equipment 

to complete such projects as these will be needed, as well 

as construction equipment and consulting services. Continued 
development and extraction of the country's mineral resources 
will create increasing demand for mining equipment. 


Until the political climate improves and confidence is restored, 
an early surge of new investment, whether domestic or foreign, 
does not seem likely, although opportunities do exist. However, 
the current upswing in what is basically an extremely sound 
economy should soon necessitate expansion of existing local 
investment and replenishment of inventories in many sectors, 
creating export opportunities for American manufacturers of 
capital goods. 


There are other opportunities as well for American exporters, 
not directly related to rural development or construction. 
There are expanding markets for a wide range of consumer goods, 
mainly in the Bangkok metropolis, as well as for office 
equipment, scientific instruments, printing and graphic arts 
materials, and hospital and medical equipment. American 
exports to Thailand have continued to increase over the past 
several years, and there is every reason to believe that this 
trend will continue. Thailand is not yet ready for the most 
sophisticated of equipment, but it is clearly moving steadily 
in that direction and U.S. companies which have developed 
relations with local agents and the local market will be in 
the best position to benefit when that time comes. 
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